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SUBJECT: CIV AIR: US-INDONESIA NEGOTIATIONS 

1 . FOLLOWING IS TEXT OF LETTER TO SECRETARY VANCE FROM 
CHAIRMAN ROBSON REGARDING US-INDONESIA AND US-SINGAPORE 
CIV AIR NEGOTIATIONS: 

QUOTE THE BOARD WELCOMES THIS OPPORTUNITY TO EXPRESS ITS 
VIEWS AND COMMENTS FOR THE FORTHCOMING NEGOTIATIONS WITH 
THE GOVERNMENTS OF INDONESIA AND SINGAPORE. THIS LETTER 
REPLIES TO THE DEPARTMENTS LETTERS OF JANUARY 21 AND 24, 

1977. 

QUOTE INDONESIA AND SINGAPORE SHARE SOME MARKED SIMI- 
LARITIES AND NOTABLE DIFFERENCES. BOTH COUNTRIES ARE IN 
SOUTHWEST ASIA. THE AIRLINES OF THESE COUNTRIES (AS WELL 
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AS THAT OF THE PHILIPPINES) HAVE ASPIRATIONS TO SERVE 
LOS ANGELES. THE RESPECTIVE NATIONAL CARRIERS HAVE APPLI- 
CATIONS FOR SUCH SERVICE PENDING BEFORE THE BOARD. 

QUOTE INDONESIA IS A VAST COUNTRY WITH THE FIFTH LARGEST 
POPULATION IN THE WORLD. SINGAPORE IS BASICALLY A SMALL 
ISLAND OFF THE MALAYSIAN PENINSULA WITH A TOTAL POPULATION 
OF 2.3 MILLION. INDONESIA IS RICH IN NATURAL RESOURCES, 

WHILE SINGAPORE HAS FEW, BUT IT IS A COMMERCE AND 
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SERVICE CENTER. THE UNITED STATES HAS NO AIR AGREEMENT 
WITH SINGAPORE BUT DOES HAVE ONE WITH INDONESIA. NEITHER 
COUNTRY'S DESIGNATED CARRIER CURRENTLY OPERATES SCHEDULED 
SERVICE TO THE UNITED STATES. SINGAPORE AIRLINES, THE 
GOVERNMENT-OWNED NATIONAL CARRIER, IS AGGRESSIVE, SUCCESS- 
FUL AND IS CONSIDERED ONE OF THE BEST RUN AIRLINES IN 
ASIA. GARUDA AIRLINE IS THE INDONESIAN GOVERNMENT-OWNED 
CARRIER. SINGAPORE INSISTS ON HAVING FULL FIFTH FREEDOM 
TRAFFIC RIGHTS TO GUAM, HONOLULU AND POINTS ON THE 
WEST COAST. INDONESIA HAS THE OPTION OF SERVING VARIOUS 
LUCRATIVE INTERMEDIATE POINTS IN THE EXISTING AGREEMENT, 

BUT PREFERS TO PROVIDE THIRD AND FOURT FREEDOM SERVICE 
ONLY IN ORDER TO ATTRACT TOURISTS TO THEIR TROPICAL 
COUNTRY. THE NATIONAL AIRLINES OF EACH COUNTRY HAS 
APPLIED TO THE BOARD FOR OPERATING AUTHORITY. 

QUOTE THE BOARD, BY ORDER 76-12-142, DEFERRED FURTHER 
ACTION ON BOTH GARUDA'S AND SINGAPORE’S APPLICATION UNTIL 
CONCLUSION OF NEGOTIATIONS. THE BOARD STATED THAT THE 
UNITED STATES SHOULD FIRST CONCLUDE NEGOTIATIONS WITH 
EACH COUNTRY BEFORE DECIDING UPON CARRIER APPLICATIONS 
FOR TRAFFIC RIGHTS. MOREOVER, THE BOARD NOTED THAT LOW 
TRAFFIC LEVELS MIGHT MAKE IT IMPOSSIBLE TO ACCOMMODATE 
ALL THE REQUESTS FOR SERVICE ACROSS THE CENTRAL PACIFIC 
AND THAT THE CHOICE AMONG THEM MIGHT DEPEND ON WHICH 
COUNTRY OFFERED THE OVERALL BEST ADVANTAGES FOR THE 
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UNITED STATES. THUS, THE BOARD HAS SERIOUS RESERVATIONS 
WHETHER ALL THE SEVERAL OUTSTANDING ROUTE REQUESTS SHOULD 
BE GRANTED AND RECOMMENDS THE UNITED STATES NEGOTIATE 
WITH THE OBJECTIVE OF SEEKING THAT AGREEMENT WHICH IS 
THE MOST ADVANTAGEOUS FOR U.S. CARRIERS AND U.S. 

TRAVELING PUBLIC. 

QUOTE INDONESIA TURNING FIRST TO INDONESIA, WE HAVE 
HAD MYRIAD PROBLEMS IN OUR AIR RELATIONS OVER THE YEARS. 

PAN AMERICAN HAS BEEN OPERATING IN JAKARTA SINCE L959. 

A FORMAL AGREEMENT WAS FINALLY SIGNED IN 1968. THE 
GOVERNMENT OF INDONESIA HAS NOT HONORED ITS BILATERAL 
AVIATION OBLIGATIONS UNDER THAT AGREEMENT, AND PAN 
AMERICAN, AFTER PRESSURE ON SERVICES TO HONG KONG FROM 
THE BRITISH, TERMINATED ITS AUSTRALIA-INDONESIA-HONG KONG 
SERVICE AT THE END OF JANUARY 1977. PAN AMERICAN HAS 
BREN AUTHORIZED TO SUSPEND SERVICE TO JAKARTA AND 
DENPASSAR, AND HAS DONE SO. 

QUOTE IT APPEARS, HOWEVER, THAT IN THE INTEREST OF OB- 
TAINING TOURIST REVENUES, INDONESIA WOULD LIKE TO CONCLUDE 
A FURTHER UNDERSTANDING WITH THE UNITED STATES. FLYING 

TIGER HAS AN APPLICATION PENDING BEFORE THE CAB AND 
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WOULD LIKE TO SERVE JAKARTA IF IT COULD BE LINKED WITH 
SINGAPORE AND MALAYSIA. PAN AMERICAN, BELIEVING THAT US- 
INDONESIA TRAFFIC LEVELS ARE TOO LOW TO SUPPORT ITS ALL- 
747 OPERATIONS, RECOMMENDS THAT NO UNDERSTANDING BE 
REACHED WITH INDONESIA AT THIS TIME. HOWEVER, THE 
CARRIER COULD CONSIDER REINSTITUTING SERVICE IF THE 
OPERATING CONDITIONS WERE FAVORABLE AND GARUDA SERVED THE 
UNITED STATES. NORTHWEST IS OPPOSED TO THE GRANT OF 
FIFTH FREEDOM RIGHTS TO PACIFIC BASIN COUNTRIES. 

QUOTE WE RECOGNIZE THAT THE U.S. PROPOSAL TO INDONESIA, 

MADE LAST SEPTEMBER, IS OUTSTANDING AND BINDING ON THE 
CONFIDENTIAL 

PAGE 04 STATE 039197 

U.S., AND THAT OVER THE INTERVENING MONTHS INDONESIA 
HAS MADE COUNTER-PROPOSALS WHICH APPEAR TO BE MOVING 
CLOSER TO THE U.S. PROPOSAL. 

QUOTE IN VIEW OF THE FOREGOING, WE RECOMMEND THAT THE 
UNITED STATES SEEK THE FOLLOWING, WHICH IS CONSISTENT 
WITH THE SEPTEMBER PROPOSAL: (1) A TWO-YEAR AGREEMENT 
WHICH WOULD GOVERN SCHEDULED OPERATIONS; (2) A ROUTE 
FOR INDONESIA TO GUAM, HONOLULU AND LOS ANGELES; 

(3) A ROUTE FOR THE UNITED STATES VIA MANILA, KUALA 
LUMPUR AND SINGAPORE, WITH FULL TRAFFIC RIGHTS AND THE 
UNDERSTANDING THAT KUALA LUMPUR AND SINGAPORE COULD BE 
SERVED AS AN INTERMEDIATE, NO MORE THAN ONE FOREIGN POINT 
TO BE SERVED ON ANY FLIGHT; (4) FOR THE FIRST YEAR, NO 
MORE THAN TWO WEEKLY WIDE-BODIED FLIGHTS WOULD BE OPERATED 
BY GARUDA, AND ONE WEEKLY WIDE-BODIED FLIGHT WOULD BE 
OPERATED BY THE U.S.-DESIGNATED CARRIER. (IN THE NEXT 
YEAR, THE U.S. CARRIER WOULD OPERATE TWO WEEKLY WIDE- 
BODIED FLIGHTS.) IF ABSOLUTELY NECESSARY TO REACH AGREE- 
MENT, STOP-OVER RIGHTS COULD BE ACCEPTED IN LIEU OF FULL 
TRAFFIC RIGHTS, ALTHOUGH IT IS DESIRABLE TO OBTAIN FIFTH 
FREEDOM RIGHTS TO SUPPORT THE U.S. LONG-RANGE SERVICE. 

(WE DO NOT HAVE THE SAME NEED FOR INCREASED TOURISM AS 
DOES INDONESIA.) IN ADDITION, THE U.S. SHOULD SEEK AN 
UNDERSTANDING ON THE FUTURE OPERATION OF ALL-CARGO 
SERVICES.WITH AN OPTION TO PROVIDE SUCH SERVICES BY ONE 
OR MORE DESIGNATED U.S. CARRIERS. THE UNITED STATES 
SHOULD NOT AGREE TO RESTRICTIONS ON EQUIPMENT USAGE (SUCH 
AS INDONESIA'S PROPOSED PROHIBITION ON 747SP SERVICE), 
"ROPING-OFF" PROCEDURES, OR "PART-CHARTERS." THE 
POSSIBILITY OF CHARTER-ONLY SERVICES AND THE ACCEPTABILITY 
OF U.S. CHARTER RULES SHOULD BE EXPLORED. IT IS ALSO 
RECOMMENDED THAT THE U.S. DELEGATION EXPLORE INDONESIA'S 
INTENTIONS TO ASSURE NO DISCOUNTING OF TICKETS BELOW 
ESTABLISHED TARIFF LEVELS. 
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QUOTE SINGAPORE - THIS WILL BE THE SIXTH ROUND OF NEGO- 
TIATIONS WITH SINGAPORE, AND POSSIBLY WE ARE NEARING THE 
END OF THE ROAD. PREVIOUSLY, THE U.S. HAS INITIALED AN 
AD REFERENDUM AGREEMENT ON TEXT. THE REMAINING PROBLEM 
CENTERS ON ROUTES. THE SINGAPOREANS WANT LUCRATIVE 
FIFTH FREEDOM POINTS, PLUS ACCESS TO GUAM. HONOLULU, 

AND POINTS ON THE WEST COAST. IN OUR OPINION, THEIR ROUTE 
ASPIRATIONS ARE UNREALISTIC, AND THERE IS NO ECONOMIC 
JUSTIFICATION TO SUPPORT THEIR REQUEST. WE ESTIMATE THAT 
BETWEEN 1973 AND 1976, THERE WERE APPROXIMATELY 16,000 
SINGAPORE VISITORS TO THE UNITED STATES AND ITS TERRITOR- 
IES AND POSSESSIONS. THIS COMES TO 11 PASSENGERS PER 
DAY. AND GIVES CREDENCE TO REPORTS THAT MORE THAN 90 
PERCENT OF SINGAPORE AIRLINES' TRAFFIC IS GENERATED 
OUTSIDE OF SINGAPORE. CERTAINLY, SINGAPORE AIRLINES COULD 
NOT JUSTIFY A US-SINGAPORE SERVICE ON ITS THIRD FREEDOM 
TRAFFIC ALONE. 

QUOTE THE UNITED STATES CARRIERS ARE UNANIMOUS IN THEIR 
OPPOSITION TO THE GRANT OF FIFTH FREEDOM RIGHTS, BUT THEY 
WOULD BE WILLING TO SEE SINGAPORE OBTAIN A POINT ON THE 
WEST COAST. WHILE WE HAVE GIVEN SERIOUS CONSIDERATION TO 
GRANTING INTERMEDIATE POINTS TO SINGAPORE, WE BELIEVE, 

ON BALANCE, THAT TO DO SO WOULD NOT BE IN THE UNITED 
STATES' BEST INTEREST, BECAUSE OF THE EXTREME DIFFICULTY 
OF ASSURING THAT THE CARRIER WILL AVOID FIFTH FREEDOM 
CARRIAGE. WE STRONGLY OPPOSE GIVING ANY OPPORTUNITY FOR 
ADDITIONAL THIRD COUNTRY INTRUSIONS INTO US-JAPAN TRAFFIC. 
PREVIOUSLY WE RECOMMENDED GRANTING AN INTERMEDIATE WITH- 
OUT A WEST COAST TERMINAL. WE WOULD NOW PROPOSE THAT 
SINGAPORE BE OFFERED A ROUTE TO GUAM. HONOLULU, AND 
SEATTLE OR OAKLAND. WE COULD AGREE TO A TECHNICAL STOP 
WEST OF HONOLULU (SO THAT VANCOUVER IS EXCLUDED) BUT NOT 
A STOP IN JAPAN. WE HAVE GIVEN CONSIDERATION TO THE 
POSSIBILITY OF JAKARTA OR BANGKOK AS INTERMEDIATE POINTS; 
HOWEVER, THIS MAY BE AN IDLE GESTURE SINCE SINGAPORE COULD 
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SERVE THESE POINTS BEHIND THEIR HOMELAND. IN ORDER TO 
REACH AN AGREEMENT, WE WOULD BE WILLING TO CONSIDER HONG 
KONG AS AN INTERMEDIATE POINT, BUT ON A BLIND-SECTOR 
BASIS ONLY. FINALLY, AS A LAST RESORT, WE WOULD ACCEDE 
TO GRANT RIGHTS TO LOS ANGELES BUT ONLY AS THE SOLE 
TERMINAL ON THE WEST COAST, PROVIDED ALL OTHER ISSUES 
ARE RESOLVED. 

QUOTE THE UNITED STATES ROUTE ASPIRATIONS REMAIN FROM 
THE UNITED STATES VIA INTERMEDIATE POINTS IN THE 
PHILIPPINES, MALAYSIA AND INDONESIA. FIFTH FREEDOM RIGHTS 
INTO SINGAPORE ARE NOT NECESSARY. THE U.S. DELEGATION 
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SHOULD ALSO SEEK LIMITED BEYOND RIGHTS, I.E., INDONESIA 

TO COMPENSATE IN PART FOR RIGHTS AT THE THREE U.S. 

POINTS. THE SINGAPOREANS SHOULD ALSO BE REQUIRED, INTER 
ALIA, TO REMOVE ALL CURRENTLY IMPOSED OPERATION RESTRIC- 
TIONS, ACCEPT MULTIPLE DESIGNATION (INCLUDING AN OPTION 
FOR ALL-CARGO SERVICES), AND PERMIT U.S. CARRIERS TO USE 
THEIR OWN GROUND-HANDLING FACILITIES. THE PROPOSED LEVEL 
OF OPERATIONS DURING THE INTRODUCTORY PERIOD SHOULD BE 
DISCUSSED AND AGREED IN ADVANCE. AS WITH INDONESIA, THE 
ACCEPTABILITY OF CHARTER-ONLY OPERATIONS AND U.S. CHARTER 
RULES SHOULD BE EXPLORED. 

QUOTE IT IS POSSIBLE THAT NEITHER INDONESIA NOR SINGAPORE 
WILL ACCEPT THE FOREGOING. HOWEVER, WE RECOMMEND NO 
FURTHER RETREAT. WE WOULD BE PREPARED TO ACCEPT THE 
CONSEQUENCES OF NO EFFECTIVE AGREEMENT WITH EITHER COUNTRY 
AT THIS TIME. CONSIDERING ONLY AVIATION ECONOMICS, THE 
PRESENT LEVEL OF TRAFFIC, THE MOST EFFICIENT ROUTE PATTERN, 
AND THE ASPIRATIONS OF U.S. CARRIERS, IT WOULD APPEAR 
THAT AN AGREEMENT WITH SINGAPORE SHOULD HAVE A SLIGHTLY 
HIGHER PRIORITY THAN AN AGREEMENT WITH INDONESIA, NOT- 
WITHSTANDING THAT SINGAPORE AIRLINES WOULD PROBABLY BE 
A MORE FORMIDABLE COMPETITOR THAN GARUDA. SINGAPORE IS A 
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MORE EFFECTIVE GATEWAY TO INDONESIA THAN JAKARTA IS TO 
SINGAPORE. WHILE INDONESIA HAS BY FAR THE GREATER POTEN- 
TIAL IN THE LONG-TERM, SINGAPORE IS PRESENTLY A MUCH 
MORE ATTRACTIVE MARKET. WE RECOGNIZE, NEVERTHELESS, THAT 
THE U.S. IS BOUND TO ITS OUTSTANDING OFFER TO INDONESIA. 

QUOTE IN ANY EVENT, SINCE IT WOULD BE UNDESIRABLE TO 
OBTAIN ROUTES WITH ONE COUNTRY ONLY TO FIND OURSELVES 
UNABLE TO OBTAIN ESSENTIAL SUPPORTING RIGHTS FROM ANOTHER, 
ANY UNDERSTANDINGS REACHED WITH EITHER INDONESIA OR 
SINGAPORE SHOULD BE MADE CONTINGENT UPON THE UNITED STATES 
OBTAINING THE NECESSARY RIGHTS FROM THE THIRD COUNTRIES 
INVOLVED. THE ULTIMATE PRIORITIES CAN BEST BE DECIDED 
AFTER THE CURRENT TALKS ARE COMPLETED. 

QUOTE THE BOARD'S REPRESENTATIVE WILL BE JAMES S. 

HORNEMAN, BUREAU OF INTERNATIONAL AFFAIRS. UNQUOTE 

VANCE 
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QUOTE CONFIDENTIAL STATE 039197 
FOR ROBERT A. BROWN, USDEL CIV AIR 
E.O. 11652: GDS 
TAGS: EAIR, ID 

SUBJECT: CIV AIR: US-INDONESIA NEGOTIATIONS 

1 . FOLLOWING IS TEXT OF LETTER TO SECRETARY VANCE FROM 
CHAIRMAN ROBSON REGARDING US INDONESIA AND US-SINGAPORE 
CIV AIR NEGOTIATIONS: 

QUOTE THE BOARD WELCOMES THIS OPPORTUNITY TO EXPRESS ITS 
VIEWS AND COMMENTS FOR THE FORTHCOMING NEGOTIATIONS WITH 
THE GOVERNMENTS OF INDONESIA AND SINGAPORE. THIS LETTER 
REPLIES TO THE DEPARTMENTS LETTERS OF JANUARY 21 AND 24, 

1977. 

QUOTE INDONESIA AND SINGAPORE SHARE SOME MARKED SIMI- 
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LARITIES AND NOTABLE DIFFERENCES. BOTH COUNTRIES ARE IN 
SOUTHWEST ASIA. THE AIRLINES OF THESE COUNTRIES (AS WELL 
AS THAT OF THE PHILIPPINES) HAVE ASPIRATIONS TO SERVE 
LOS ANGELES. THE RESPECTIVE NATIONAL CARRIERS HAVE APPLI- 
CATIONS FOR SUCH SERVICE PENDING BEFORE THE BOARD. 

QUOTE INDONESIA IS A VAST COUNTRY WITH THE FIFTH LARGEST 
POPULATION IN THE WORLD. SINGAPORE IS BASICALLY A SMALL 
ISLAND OFF THE MALAYSIAN PENINSULA WITH A TOTAL POPULATION 
OF 2.3 MILLION. INDONESIA IS RICH IN NATURAL RESOURCES, 

WHILE SINGAPORE HAS FEW, BUT IT IS A COMMERCE AND 
SERVICE CENTER. THE UNITED STATES HAS NO AIR AGREEMENT 
WITH SINGAPORE BUT DOES HAVE ONE WITH INDONESIA. NEITHER 
COUNTRY'S DESIGNATED CARRIER CURRENTLY OPERATES SCHEDULED 
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SERVICE TO THE UNITED STATES. SINGAPORE AIRLINES, THE 
GOVERNMENT-OWNED NATIONAL CARRIER, IS AGGRESSIVE, SUCCESS- 
FUL AND IS CONSIDERED ONE OF THE BEST RUN AIRLINES IN 
ASIA. GARUDA AIRLINE IS THE INDONESIAN GOVERNMENT-OWNED 
CARRIER. SINGAPORE INSISTS ON HAVING FULL FIFTH FREEDOM 
TRAFFIC RIGHTS TO GUAM, HONOLULU AND POINTS ON THE 
WEST COAST. INDONESIA HAS THE OPTION OF SERVING VARIOUS 
LUCRATIVE INTERMEDIATE POINTS IN THE EXISTING AGREEMENT, 

BUT PREFERS TO PROVIDE THIRD AND FOURT FREEDOM SERVICE 
ONLY IN ORDER TO ATTRACT TOURISTS TO THEIR TROPICAL 
COUNTRY. THE NATIONAL AIRLINES OF EACH COUNTRY HAS 
APPLIED TO THE BOARD FOR OPERATING AUTHORITY. 

QUOTE THE BOARD, BY ORDER 76-12-142, DEFERRED FURTHER 
ACTION ON BOTH GARUDA'S AND SINGAPORE’S APPLICATION UNTIL 
CONCLUSION OF NEGOTIATIONS. THE BOARD STATED THAT THE 
UNITED STATES SHOUWD FIRST CONCLUDE NEGOTIATIONS WITH 
EACH COUNTRY BEFORE DECIDING UPON CARRIER APPLICATIONS 
FOR TRAFFIC RIGHTS. MOREOVER, THE BOARD NOTED THAT LOW 
TRAFFIC LEVELS MIGHT MAKE IT IMPOSSIBLE TO ACCOMMODATE 
ALL THE REQUESTS FOR SERVICE ACROSS THE CENTRAL PACIFIC 
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AND THAT THE CHOICE AMONG THEM MIGHT DEPEND ON WHICH 
COUNTRY OFFERED THE OVERALL BEST ADVANTAGES FOR THE 
UNITED STATES. THUS, THE BOARD HAS SERIOUS RESERVATIONS 
WHETHER ALL THE SEVERAL OUTSTANDING ROUTE REQUESTS SHOULD 
BE GRANTED AND RECOMMENDS THE UNITED STATES NEGOTIATE 
WITH THE OBJECTIVE OF SEEKING THAT AGREEMENT WHICH IS 
THE MOST ADVANTAGEOUS FOR U.S. CARRIERS AND U.S. 

TRAVELING PUBLIC. 

QUOTE INDONESIA TURNING FIRST TO INDONESIA, WE HAVE 
HAD MYRIAD PROBLEMS IN OUR AIR RELATIONS OVER THE YEARS. 

PAN AMERICAN HAS BEEN OPERATING IN JAKARTA SINCE L959. 

A FORMAL AGREEMENT WAS FINALLY SIGNED IN 1968. THE 
GOVERNMENT OF INDONESIA HAS NOT HONORED ITS BILATERAL 
AVIATION OBLIGATIONS UNDER THAT AGREEMENT, AND PAN 
AMERICAN, AFTER PRESSURE ON SERVICES TO HONG KONG FROM 
THE BRITISH, TERMINATED ITS AUSTRALIA-INDONESIA-HONG KONG 
SERVICE AT THE END OF JANUARY 1977. PAN AMERICAN HAS 
BEEN AUTHORIZED TO SUSPEND SERVICE TO JAKARTA AND 
DENPASSAR, AND HAS DONE SO. 

QUOTE IT APPEARS, HOWEVER, THAT IN THE INTEREST OF OB- 
TAINING TOURIST REVENUES, INDONESIA WOULD LIKE TO CONCLUDE 
A FURTHER UNDERSTANDING WITH THE UNITED STATES. FLYING 

TIGER HAS AN APPLICATION PENDING BEFORE THE CAB AND 
WOULD LIKE TO SERVE JAKARTA IF IT COULD BE LINKED WITH 
SINGAPORE AND MALAYSIA. PAN AMERICAN, BELIEVING THAT US- 
INDONESIA TRAFFIC LEVELS ARE TOO LOW TO SUPPORT ITS ALL- 
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747 OPERATIONS, RECOMMENDS THAT NO UNDERSTANDING BE 
REACHED WITH INDONESIA AT THIS TIME. HOWEVER. THE 
CARRIER COULD CONSIDER REINSTITUTING SERVICE IF THE 
OPERATING CONDITIONS WERE FAVORABLE AND GARUDA SERVED THE 
UNITED STATES. NORTHWEST IS OPPOSED TO THE GRANT OF 
FIFTH FREEDOM RIGHTS TO PACIFIC BASIN COUNTRIES. 

CONFIDENTIAL 
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QUOTE WE RECOGNIZE THAT THE U.S. PROPOSAL TO INDONESIA, 

MADE LAST SEPTEMBER, IS OUTSTANDING AND BINDING ON THE 
U.S., AND THAT OVER THE INTERVENING MONTHS INDONESIA 
HAS MADE COUNTER-PROPOSALS WHICH APPEAR TO BE MOVING 
CLOSER TO THE U.S. PROPOSAL. 

QUOTE IN VIEW OF THE FOREGOING, WE RECOMMEND THAT THE 
UNITED STATES SEEK THE FOLLOWING, WHICH IS CONSISTENT 
WITH THE SEPTEMBER PROPOSAL: (1) A TWO-YEAR AGREEMENT 
WHICH WOULD GOVERN SCHEDULED OPERATIONS; (2) A ROUTE 
FOR INDONESIA TO GUAM, HONOLULU AND LOS ANGELES; 

(3) A ROUTE FOR THE UNITED STATES VIA MANILA. KUALA 
LUMPUR AND SINGAPORE, WITH FULL TRAFFIC RIGHTS AND THE 
UNDERSTANDING THAT KUALA LUMPUR AND SINGAPORE COULD BE 
SERVED AS AN INTERMEDIATE, NO MORE THAN ONE FOREIGN POINT 
TO BE SERVED ON ANY FLIGHT; (4) FOR THE FIRST YEAR, NO 
MORE THAN TWO WEEKLY WIDE-BODIED FLIGHTSIWOULD BE OPERATED 
BY GARUDA. AND ONE WEEKLY WIDE-BODIED FLIGHT WOULD BE 
OPERATED BY THE U.S.-DESIGNATED CARRIER. (IN THE NEXT 
YEAR, THE U.S. CARRIER WOULD OPERATE TWO WEEKLY WIDE- 
BODIED FLIGHTS.) IF ABSOLUTELY NECESSARY TO REACH AGREE- 
MENT, STOP-OVER RIGHTS COULD BE ACCEPTED IN LIEU OF FULL 
TRAFFIC RIGHTS, ALTHOUGH IT IS DESIRABLE TO OBTAIN FIFTH 
FREEDOM RIGHTS TO SUPPORT THE U.S. LONG-RANGE SERVICE. 

(WE DO NOT HAVE THE SAME NEED FOR INCREASED TOURISM AS 
DOES INDONESIA.) IN ADDITION, THE U.S. SHOULD SEEK AN 
UNDERSTANDING ON THE FUTURE OPERATION OF ALL-CARGO 
SERVICES,WITH AN OPTION TO PROVIDE SUCH SERVICES BY ONE 
OR MORE DESIGNATED U.S. CARRIERS. THE UNITED STATES 
SHOULD NOT AGREE TO RESTRICTIONS ON EQUIPMENT USAGE (SUCH 
AS INDONESIA'S PROPOSED PROHIBITION ON 747SP SERVICE), 
"ROPING-OFF" PROCEDURES, OR "PART-CHARTERS." THE 
POSSIBILITY OF CHARTER-ONLY SERVICES AND THE ACCEPTABILITY 
OF U.S. CHARTER RULES SHOULD BE EXPLORED. IT IS ALSO 
RECOMMENDED THAT THE U.S. DELEGATION EXPLORE INDONESIA'S 
INTENTIONS TO ASSURE NO DISCOUNTING OF TICKETS BELOW 
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ESTABLISHED TARIFF LEVELS. 

QUOTE SINGAPORE - THIS WILL BE THE SIXTH ROUND OF NEGO- 
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TIATIONS WITH SINGAPORE, AND POSSIBLY WE ARE NEARING THE 
END OF THE ROAD. PREVIOUSLY, THE U.S. HAS INITIALED AN 
AD REFERENDUM AGREEMENT ON TEXT. THE REMAINING PROBLEM 
CENTERS ON ROUTES. THE SINGAPOREANS WANT LUCRATIVE 
FIFTH FREEDOM POINTS, PLUS ACCESS TO GUAM, HONOLULU, 

AND POINTS ON THE WEST COAST. IN OUR OPINION, THEIR ROUTE 
ASPIRATIONS ARE UNREALISTIC, AND THERE IS NO ECONOMIC 
JUSTIFICATION TO SUPPORT THEIR REQUEST. WE ESTIMATE THAT 
BETWEEN 1973 AND 1976, THERE WERE APPROXIMATELY 16,000 
SINGAPORE VISITORS TO THE UNITED STATES AND ITS TERRITOR- 
IES AND POSSESSIONS. THIS COMES TO 11 PASSENGERS PER 
DAY. AND GIVES CREDENCE TO REPORTS THAT MORE THAN 90 
PERCENT OF SINGAPORE AIRLINES' TRAFFIC IS GENERATED 
OUTSIDE OF SINGAPORE. CERTAINLY, SINGAPORE AIRLINES COULD 
NOT JUSTIFY A US-SINGAPORE SERVICE ON ITS THIRD FREEDOM 
TRAFFIC ALONE. 

QUOTE THE UNITED STATES CARRIERS ARE UNANIMOUS IN THEIR 
OPPOSITION TO THE GRANT OF FIFTH FREEDOM RIGHTS, BUT THEY 
WOULD BE WILLING TO SEE SINGAPORE OBTAIN A POINT ON THE 
WEST COAST. WHILE WE HAVE GIVEN SERIOUS CONSIDERATION TO 
GRANTING INTERMEDIATE POINTS TO SINGAPORE, WE BELIEVE, 

ON BALANCE, THAT TO DO SO WOULD NOT BE IN THE UNITED 
STATES' BEST INTEREST, BECAUSE OF THE EXTREME DIFFICULTY 
OF ASSURING THAT THE CARRIER WILL AVOID FIFTH FREEDOM 
CARRIAGE. WE STRONGLY OPPOSE GIVING ANY OPPORTUNITY FOR 
ADDITIONAL THIRD COUNTRY INTRUSIONS INTO US-JAPAN TRAFFIC. 
PREVIOUSLY WE RECOMMENDED GRANTING AN INTERMEDIATE WITH- 
OUT A WEST COAST TERMINAL. WE WOULD NOW PROPOSE THAT 
SINGAPORE BE OFFERED A ROUTE TO GUAM. HONOLULU, AND 
SEATTLE OR OAKLAND. WE COULD AGREE TO A TECHNICAL STOP 
WEST OF HONOLULU (SO THAT VANCOUVER IS EXCLUDED) BUT NOT 
A STOP IN JAPAN. WE HAVE GIVEN CONSIDERATION TO THE 
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POSSIBILITY OF JAKARTA OR BANGKOK AS INTERMEDIATE POINTS; 
HOWEVER, THIS MAY BE AN IDLE GESTURE SINCE SINGAPORE COULD 
SERVE THESE POINTS BEHIND THEIR HOMELAND. IN ORDER TO 
REACH AN AGREEMENT, WE WOULD BE WILLING TO CONSIDER HONG 
KONG AS AN INTERMEDIATE POINT, BUT ON A BLIND-SECTOR 
BASIS ONLY. FINALLY, AS A LAST RESORT, WE WOULD ACCEDE 
TO GRANT RIGHTS TO LOS ANGELES BUT ONLY AS THE SOLE 
TERMINAL ON THE WEST COAST, PROVIDED ALL OTHER ISSUES 
ARE RESOLVED. 

QUOTE THE UNITED STATES ROUTE ASPIRATIONS REMAIN FROM 
THE UNITED STATES VIA INTERMEDIATE POINTS IN THE 
PHILIPPINES, MALAYSIA AND INDONESIA. FIFTH FREEDOM RIGHTS 
INTO SINGAPORE ARE NOT NECESSARY. THE U.S. DELEGATION 
SHOULD ALSO SEEK LIMITED BEYOND RIGHTS, I.E., INDONESIA 

TO COMPENSATE IN PART FOR RIGHTS AT THE THREE U.S. 
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POINTS. THE SINGAPOREANS SHOULD ALSO BE REQUIRED, INTER 
ALIA, TO REMOVE ALL CURRENTLY IMPOSED OPERATION RESTRIC- 
TIONS, ACCEPT MULTIPLE DESIGNATION (INCLUDING AN OPTION 
FOR ALL-CARGO SERVICES), AND PERMIT U.S. CARRIERS TO USE 
THEIR OWN GROUND-HANDLING FACILITIES. THE PROPOSED LEVEL 
OF OPERATIONS DURING THE INTRODUCTORY PERIOD SHOULD BE 
DISCUSSED AND AGREED IN ADVANCE. AS WITH INDONESIA, THE 
ACCEPTABILITY OF CHARTER-ONLY OPERATIONS AND U.S. CHARTER 
RULES SHOULD BE EXPLORED. 

QUOTE IT IS POSSIBLE THAT NEITHER INDONESIA NOR SINGAPORE 
WILL ACCEPT THE FOREGOING. HOWEVER, WE RECOMMEND NO 
FURTHER RETREAT. WE WOULD BE PREPARED TO ACCEPT THE 
CONSEQUENCES OF NO EFFECTIVE AGREEMENT WITH EITHER COUNTRY 
AT THIS TIME. CONSIDERING ONLY AVIATION ECONOMICS, THE 
PRESENT LEVEL OF TRAFFIC, THE MOST EFFICIENT ROUTE PATTERN, 
AND THE ASPIRATIONS OF U.S. CARRIERS, IT WOULD APPEAR 
THAT AN AGREEMENT WITH SINGAPORE SHOULD HAVE A SLIGHTLY 
HIGHER PRIORITY THAN AN AGREEMENT WITH INDONESIA, NOT- 
CONFIDENTIAL 
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WITHSTANDING THAT SINGAPORE AIRLINES WOULD PROBABLY BE 
A MORE FORMIDABLE COMPETITOR THAN GARUDA. SINGAPORE IS A 
MORE EFFECTIVE GATEWAY TO INDONESIA THAN JAKARTA IS TO 
SINGAPORE. WHILE INDONESIA HAS BY FAR THE GREATER POTEN- 
TIAL IN THE LONG-TERM, SINGAPORE IS PRESENTLY A MUCH 
MORE ATTRACTIVE MARKET. WE RECOGNIZE, NEVERTHELESS, THAT 
THE U.S. IS BOUND TO ITS OUTSTANDING OFFER TO INDONESIA. 

QUOTE IN ANY EVENT, SINCE IT WOULD BE UNDESIRABLE TO 
OBTAIN ROUTES WITH ONE COUNTRY ONLY TO FIND OURSELVES 
UNABLE TO OBTAIN ESSENTIAL SUPPORTING RIGHTS FROM ANOTHER, 
ANY UNDERSTANDINGS REACHED WITH EITHER INDONESIA OR 
SINGAPORE SHOULD BE MADE CONTINGENT UPON THE UNITED STATES 
OBTAINING THE NECESSARY RIGHTS FROM THE THIRD COUNTRIES 
INVOLVED. THE ULTIMATE PRIORITIES CAN BEST BE DECIDED 
AFTER THE CURRENT TALKS ARE COMPLETED. 

QUOTE THE BOARD'S REPRESENTATIVE WILL BE JAMES S. 

HORNEMAN, BUREAU OF INTERNATIONAL AFFAIRS. UNQUOTE 
VANCE UNQTE. VANCE 

CONFIDENTIAL 
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